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UNCLAS SECTION 01 OF 03 OECD PARIS 27351 

E.O. 11652: N/A 

TAGS: OECD, CIEC, EGEN, ETRD, EFIN, EAID, ENRG 

SUBJECT: CIEC DEVELOPMENT COMMISSION G-19 PAPER ON ODA 

FOLLOWING IS THE TEXT: 

THE COMMISSION ON DEVELOPMENT REAFFIRMING THE 
IMPORTANT ROLE OF ODA IN IMPLEMENTING THE INTERNATIONAL 
DEVELOPMENT STRATEGY FOR THE SECOND DEVELOPMENT DECADE 
FOR MEETING THE CAPITAL REQUIREMENTS OF DEVELOPING 
COUNTRIES, AND IN PARTICULAR MSA, THE LEAST DEVELOPED, 
ISLAND AND LAND-LOCKED DEVELOPING COUNTRIES, 

AGREES THAT: 

1. BILATERAL FLOWS. 

A) THE TARGET OF 0.7 PER CENT OF GNP FOR ODA 
SHOULD BE ATTAINED AS EARLY AS POSSIBLE AND NOT 
LATER THAN 1980. TO ACHIEVE THIS END AND TO 
ENSURE THAT ODA FLOWS ARE PREDICTABLE, CONTINU- 
OUS AND ASSURED, INTER-ALIA: 

- DEVELOPED COUNTRIES SHOULD INTRODUCE A 
DEVELOPMENT TAX AS A MEANS FOR RAISING THE 
REQUIRED FUNDS, 

- THE DEVELOPED COUNTRIES SHOULD ESTABLISH 
INTEREST SUBSIDY MECHANISMS AS A MEANS OF 
MINIMIZING THE BUDGETARY BURDEN OF ACHIEVING 
0.7 PER CENT TARGET AND OF GENERATING A LARGE 
EXPANSION OF CONCESSIONAL FLOWS IN A SHORT 
SPAN OF TIME. 

- THE DEVELOPED COUNTRIES SHOULD INCREASE 
THEIR AID BUDGETS BY ABOUT 25 PERCENT IN REAL 
TERMS EACH YEAR, AT LEAST, UNTIL THEY REACH 
THE 0.7 PERCENT TARGET. 

- THE DEVELOPED COUNTRIES SHOULD SET ASIDE A 
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PERCENTAGE OF THEIR ANNUAL GNP INCREASE TO BE 
DEVOTED TO AUGMENT ODA FLOWS. 

B) ODA SHOULD BE DISTRIBUTED MORE RATIONALLY AND 
EQUITABLY AMONG ALL DEVELOPING COUNTRIES WITH 
SPECIAL ATTENTION FOR THE MOST SERIOUSLY 
AFFECTED COUNTRIES, THE LEAST DEVELOPED, DEVELOP- 
ING LAND-LOCKED AND DEVELOPING ISLAND COUNTRIES, 
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1) WITHOUT PREJUDICE TO EXISTING BILATERAL OR 
MULTILATERAL AGREEMENTS BETWEEN DEVELOPING AND 
DEVELOPED COUNTRIES, AND THE CONTINUITY OF SUCH 
FINANCIAL FLOWS SHOULD BE ENSURED ON MORE 
FAVOURABLE CONDITIONS. (1) IT IS UNDERSTOOD 
THAT COUNTRIES EXPERIENCING SIMILAR GEOGRAPHICAL 
DIFFICULTIES AND WHICH HAVE BEEN QUALIFIED AS 
SEMI-LAND-LOCKED WOULD BENEFIT BY THE SAME TREAT- 
MENT.) 

2. QUALITY OF FLOWS. 

THE FOLLOWING CHANGES IN THE CONVENTIONAL CONCEPT 
OF ODA SHOULD BE ADOPTED: 

A) ODA SHOULD BE CALCULATED AS NET OF BOTH 
AMORTIZATION (WHICH IS ALREADY BEING DONE) AND OF 
INTEREST PAYMENTS. 

B) AT LEAST 90 PERCENT OF ODA SHOULDBE IN THE 
FORM OF GRANTS OR LOANS ON IDA TERMS. 
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C) THE MINIMUM GRANT ELEMENT FOR QUALIFYING FOR 
INCLUSION IN ODA SHOULD BE RAISED FROM THE PRESENT 
25 PER CENT TO 50 PER CENT. 

D) ODA LOANS SHOULD BE UNTIED AND GRANTS SHOULD 
BE UNTIED AS FAR AS POSSIBLE. 

E) ASSISTANCE TO COUNTRIES/TERRITORIES NOT 
REGARDED BY DONOR COUNTRIES THEMSELVES AS SOVEREI- 
GN POLITICAL ENTITIES SHOULD NOT BE INCLUDED IN 
MEASURING A COUNTRY'S PERFORMANCE IN FULFILLING 
ITS ODA TARGET. 

F) FINALLY, ODA SHOULD BE GIVEN INCREASINGLY 

IN THE FORM OF NON-PROJECT AND PROGRAMME ASSIST 
ANCE, INCLUDING LOCAL CURRENCY FINANCING. 

3. MULTILATERAL RESOURCES. 

A) THE DONOR COUNTRIES SHOULD UNDERTAKE TO RAISE 
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THE FIFTH REPLENISHMENT OF IDA TO $9 BILLION. AN 
INSTITUTIONAL MECHANISM MAY BE IMMEDIATELY SET UP 
WITHIN THE EXISTING FRAMEWORK TO INCREASE THE 
RESOURCES OF IDA BY BORROWING IN THE CAPITAL 
MARKETS AND/OR INTERESTED COUNTRIES THE DIFFER- 
ENTIAL BETWEEN THE BORROWING AND LENDING INTEREST 
RATES BEING MET THROUGH BUDGETARY APPROPRIATIONS 
BY PART I MEMBERS OF THE IDA. 

B) THE THIRD WINDOW OF THE WORLD BANK SHOULD BE 
EXPANDED TO THE ORIGINAL TARGET OF $1 BILLION 
AND PUT ON A CONTINUING BASIS. 

C) ALL MEMBERS OF THE WORLD BANK SHOULD IMMEDI- 
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ATELY APPROVE A SELECTIVE INCREASE IN ITS CAPITAL 
WHICH SHOULD BE FOLLOWED, AS SOON AS POSSIBLE, 

BY A GENERAL INCREASE BOTH BEING IN REAL TERMS. 
THERE SHOULD BE A PERIODICAL REVIEW OF THE 
ADEQUACY OF THE CAPITAL BASE OF THE BANK IN 
RELATION TO THE EVOLVING CAPITAL REQUIREMENTS OF 
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DEVELOPING COUNTRIES. SPECIAL ATTENTION SHOULD 
ALSO BE GIVEN TO INCREASING THE CAPITAL BASE OF 
REGIONAL DEVELOPMENT BANKS, BEARING IN MIND THE 
NEED TO ENABLE THEM TO CONTINUE AND EXPAND THEIR 
CONCESSIONAL LENDING. 

D) THE RESOURCES OF THE UNDP AND THE UN SPECIAL 
FUND SHOULD ALSO BE EXPANDED SUBSTANTIALLY AND 
URGENTLY, AND THE DEVELOPED COUNTRIES SHOULD 
CONTRIBUTE TO THE SPECIAL FUND SUBSTANTIALLY 

TO MAKE IT OPERATIONAL AS EARLY AS POSSIBLE. 

E) INTERNATIONAL FINANCIAL INSTITUTIONS SHOULD 
MAKE THEIR POLICIES MORE FAVOURABLE TO DEVELOP- 
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ING COUNTRIES BY SUCH MEASURES AS SOFTENING THE 
TERMS OF THEIR ASSISTANCE, INCREASING LOCAL 
CURRENCY FINANCING, ADJUSTING THE AMOUNT OF THEIR 
LOANS FOR THE EFFECT OF INFLATION ON THE COST OR 
PROJECTS, ETC. 

F) IN VIEW OF THE URGENT NEED OF DEVELOPING 
COUNTRIES TO ENLARGE THEIR SHARE IN THE PROCURE- 
MENT OF EQUIPMENT, CONSULTANTS AND CONSULTANCY 
SERVICES APPROPRIATE MEASURES SHOULD BE ADOPTED 
FOR THE PURPOSE. 

END TEXT. 

TURNER 
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